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Abstract 
The purpose of this study is to examine the factors 
influencing the choice of dividend in Nigeria with 
specific interest in the banking sector. The research 
conducted a survey of some selected banks listed on the 
Nigerian Stock Exchange (NSE) and the result of the 
survey formed the basis of hypotheses testing and 
analysis of annual accounts of the selected banks.  
Adhering to the criteria established by the researcher, 
eleven of the 24 banks emerged as the sample of the 
population of the study. All the eleven banks were 
selected as the sample. Questionnaires were issued to top 
management staff of the sampled and were asked to 
provide information about the level of importance of the 
seventeen (17) identified factors that influence their 
dividend decisions. A distinctive line was drawn at 60% 
level of importance and six factors emerged as the most 
important factors by the respondents. These were later 
subjected to statistical analysis using regression 
analysis, Chi-square and Person correlation to analyze 
the secondary data from annual accounts of the sample.  
The result confirms the earlier findings of Linter (1956) 
that managers base their dividend decisions on the 
pattern of past dividend and also suggests a significant 
difference between the responses of the older and newer 
generation of banks in Nigeria. Moreover, strong 
relationship was found to exist between taxes and 
dividend policy of banks in Nigeria.  
Finally, in the light of findings of the paper, the study 
recommends that managers should not always base their 
dividend decision on the literature alone but should also 
consider the peculiar circumstances of the moment for 
the decision to be taken. Moreover, managers of newer 
generation should be conscious of the fact that size and 
past years of operation are advantage to their 
competitors as such should not be lured to making 
decisions on competitive ground that will have a negative 
impact on their corporate success. 
1.0 INTRODUCTION 
Dividends are regularly paid to owners or 
shareholders of a business at specific periods 
usually after the end of the financial year. This is 
apparently based on the net declared earnings of a 
company after corporate tax has been deducted and 
the recommendations passed by the directors. It is 
an essential corporate & civic responsibility, 
particularly on the profit-making companies to pay 
taxes. Taxes, no doubt, reduce the profits available 
at the disposal of the organisations, either to be 
retained or redistributed as a dividend to 
shareholders of the company. 
There were many different theoretical postulations 
about the factors that influence a firm's dividend 
policies which are considered to be one of the most 
important financial decisions that corporate 
managers encounter (Alien and Michaely, 1997; 
and Baker and Powell, 1999). Some theorists 
involve taxes, agency costs, asymmetric 
information (signalling) and behavioural 
explanations (August 1987; Barclay Smith and 
Watts 1995; Frankfurter, 1999 and Lease, 2000). 
Meanwhile, other researchers have developed and 
empirically tested different models proposed to 
explain dividend behaviour. Still others have 
surveyed corporate managers to learn about the 
factors they consider in determining the firm’s 
dividend. 
However, several postulations and assumptions 
have been made regarding whether or not taxes 
paid by organisations actually affect their pattern of 
dividend policy. Dividend policy is the trade-off 
between retaining earning and paying out cash or 
issuing new shares to shareholders in the form of 
dividend. Some firms may have low dividend 
payout because management is optimistic about the 
firm’s future and therefore wishes to retain their 
earnings for further expansion. Although, dividend 
affects the shareholders tax liability, it does not, in 
general, alter the taxes that must be paid regardless 
of whether the company distributes or retains its 
profit (Breakey, Myers and Marcus, 1999).  
Linter (1956) identified 15 variables that have a 
bearing on dividend decisions by conducting 
intensive interviews with managers responsible for 
the dividend decision of 28 well established 
industrial companies. He however, concluded that 
the most important determinant of the size of a 
company’s dividend is a change in company 
earning that result in a payout ratio that is out of 
line with the firm's targeted pay-out ratio. 
Brittain (1964, 1966) and Fama and Babiak (1968) 
re-evaluated Linters model. Their results supported 
Linters view that managers prefer paying a stable 
dividend and are reluctant to increase dividend to a 
level that cannot be sustained. Moreover, in a more 
comprehensive study, Benartzi, Michaely and 
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Thaler (1997) concluded that Linter's model of 
dividends remains the best description of the 
dividend setting process available.  In Nigeria, 
Oyejide (1978) also re-evaluated Linter’s model 
using Nigerian firms as a sample of his studies. The 
study discovers that the Linter’s model explains 
best the dividend pattern of corporate firms in 
Nigeria. This result was later validated by 
Izedonmi and Eriki (1996). Others have questioned 
the efficacy of mathematical models in explaining 
the dividend policies of individual firms. For 
example, Bond and Manqué (1991) conducted 
empirical test to see if the target dividend payout 
rates and the speed of adjustment implied in 
Linter's (1956) behavioural model accurately 
characterized a firm's dividend policies. They 
concluded that the partial-adjustment model does 
not reflect the unique dividend policies of 
individual firms. Moreover, Frankfurter and Wood 
(1997) concluded that dividend policy cannot be 
modelled mathematically and uniformly for all 
firms at all times. Thus, they advised researchers to 
study dividend policies more carefully as, a cultural 
phenomenon rather than expending efforts in 
mathematical model building. 
The debate regarding dividend policy is yet 
unending. Academicians have postulated several 
theories on what an ideal dividend policy should 
be. There seems to be a chasm with what is really 
obtainable in practice. There are extraneous factors 
dictating the terms of any policy to be applied by 
organisations. There is also the link of taxation and 
the impact it exudes on the formulation of dividend 
policy. Financial theorist such as Wu (1996) etc. 
opined that evasion of taxes by companies is a key 
factor in the determination of the extent to which 
its dividend policy is affected. Miller and Scholes 
(1982) however, admit that taxes weigh 
tremendous influence on corporate dividend 
structure. In turn, there are contentions on the 
effects of dividend policy on company’s share 
price. Whether these are true has remained a matter 
of intense debate. The dividend-irrelevant theory of 
Modigliani and Miller (1961) which assumes a 
perfect market is still very much held in contention, 
but its principles underline most companies’ 
policies. 
Three contemporary schools of thought have 
emerged with theories all attempting to explain the 
dividend structure and the impact of taxation. 
These include the dividend-irrelevant theory, bird-
in-hand theory and the tax-preference theory. The 
dividend-irrelevant theory assumes the absence of 
brokerages or taxes. This may be as presumptuous 
and unrealistic in practice, as taxes are inevitable in 
the business world. The seemingly popular school 
led by Modigliani and Miler (M & M) claims that 
dividend policy makes no difference in a world 
without taxes, transaction costs, or other market 
imperfections. They further postulated that 
companies could raise shares whenever they need 
capital to finance business expansion. There are 
conservative theorists who believe that an increase 
in dividend pay-out increases the value of the firm. 
They are ‘bird-in-hand’ theorists who assert that 
investors will prefer dividends to capital gains 
generated by growth, as dividends are more certain.  
Another school of thought, the tax preference 
theorists agree that an increase in dividend pay-out 
reduces value. The reason is that since dividends 
are taxed as ordinary income and capital gains, 
investors will prefer capital gains to dividends. 
This group strongly asserts that whenever 
dividends are taxed more heavily than capital 
gains, the firms would pay the lowest cash 
dividends they can get away with. The available 
cash should be retained and reinvested or used to 
repurchase the shares. Furthermore, a firm’s stock 
price is affected, among other things, by the 
dividend pattern. Firms usually do not like to 
reduce or eliminate dividend payments (Woolridge 
and Ghosh, 1988 and 1991), hence they make 
announcements of dividend initiation or increases 
only when they are confident of keeping up with 
their good performance. Moreover, that the success 
of a financial manager is tied to the maximization 
of shareholder wealth (and firm value), hence 
he/she must understand the dynamics of dividend 
policy. Indeed, the market value of a firm is 
dependent upon its stock price. One of the most 
popular models for stock valuation (the dividends 
discounting model or DDM) relies upon the 
assumption that the firm will pay dividends until 
eternity. 
Several other studies attempted to identify factors 
that financial managers consider to be most 
important in determining their firm's dividend 
policies. Baker, Farrelly, and Edelman (1985) and 
Farrelly. Baker, and Edelman (1986) concluded in 
their research that the major determinants of 
dividend payment are the anticipated level of future 
earning and the pattern of past dividend. A later 
study by Baker and Farrelly (1988) reported also 
similar results. Pruitt and Gitman (1991) result of 
findings also suggests that the following factors are 
important influences on the amount of dividend 
payable by firms, current and past years’ profits, 
the year-to-year variability of earnings, the growth 
rate of earnings and prior years dividends. These 
findings are consistent with Linter's (1956) 
behavioural model and the survey work of Baker, 
Farrelley, and Edelman (1985), Farrelly, Baker arid 
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Edelman (1986), and Baker and Powell (2000). In 
Nigeria, findings of similar researchers indicated 
that various factors affecting the dividend policies 
are interrelated and are, therefore, central to the 
decision of management in the formulation of a 
firm’s dividend policy (Nnadi and Akpomi, 2004; 
Mainoma 2001; Isa 2004). These findings are all in 
line with the earlier findings of Linter (1956). 
However, banking industry due to its peculiarity 
may have different factors that affect its dividend 
decisions 
The avalanche of these opinions regarding dividend 
policy vis avis the special characteristics of the 
banking industry in Nigeria is not only examinable 
but also mind probing for academic research to 
either reaffirm or repute the earlier findings 
regarding studies on dividend decisions. This 
research is, therefore, poised at making further 
contributions by examining the factors influencing 
the choice of dividend policy but with specific 
application to the banking sector in Nigeria.  
2.0 LITERATURE REVIEW 
A number of researchers have provided insights, 
theoretical as well as empirical, into dividend 
policy puzzle. However, the issue as to why firms 
pay dividends is yet unresolved. Several rationales 
for a corporate dividend policy have been proposed 
in the literature, but there is no unanimity among 
researchers. Everyone, however, agrees that the 
issue is important, as dividend payment is one of 
the most commonly observed phenomenon to 
corporations worldwide. 
The issue of dividend policy is important for 
several reasons. First, researchers have found that a 
firm uses dividend as a mechanism for financial 
signalling to the outsiders regarding the stability 
and growth prospects of the firm. Secondly, 
dividend plays an important role in a firm’s capital 
structure. Yet another set of studies have 
established the relationship between a firm’s 
dividend and its investment decisions. According to 
the “residual dividend” theory, a firm will pay 
dividends only if it does not have profitable 
investment opportunities, that is, positive net 
present value projects. 
Miller and Modigliani (1961) view dividend 
payment as irrelevant. According to them, the 
investor is indifferent between dividend payment 
and capital gains, Black (I976) poses the question 
again, "Why do corporations pay dividends?" In 
addition, he poses a second question: "Why do 
investors pay attention to dividends?" Although, 
the answers to these questions may appear obvious, 
he concludes that they are not. The harder we try to 
explain the phenomenon, the more it seems like a 
puzzle, with pieces that just do not fit together. 
After over two decades since Black's paper, the 
dividend puzzle persists. 
Some researchers emphasize the informational 
content of dividends. Miller and Rock (1985), for 
instance, develop a model in which dividend 
announcement effects emerge from the asymmetry 
of information between owners and managers. The 
dividend announcement provides shareholders and 
the marketplace the missing piece of information 
about current earnings upon which their estimation 
of the firm's future (expected) earnings is based. 
The latter, of course, determines the current market 
value of the firm. In this respect, we can clearly see 
the role played by dividends. The dividend 
announcement provides the missing firm’s current 
earnings. These earnings are then used in 
predicting future earnings. John and Williams 
[1985] construct an alternative signalling model in 
which the source of the dividend information is 
liquidity driven. There are other factors influencing 
a firm's dividend policy, for example, some studies 
suggest that dividend policy plays an important role 
in determining a firm’s capital structure and agency 
costs. Since Jenson and Meckling [1976], many 
studies have provided arguments that link agency 
costs with the other financial activities of a firm. 
Easterbrook (1984) says that firms pay out 
dividends in order to reduce agency costs. 
Dividend payout keeps firms in the capital market, 
where monitoring of managers is available at lower 
cost. If a firm has free cash flows [Jensen (1986)] it 
is better off sharing them with stockholders as 
dividend payout (or retiring the firm's debt) in 
order to reduce the possibility of these funds being 
wasted on unprofitable (negative net present value) 
projects. 
Crutchley and Hansen [1989] examine the 
relationship between ownership, dividend policy, 
and leverage and conclude that managers make 
financial policy tradeoffs to control agency costs in 
an efficient manner. More recently, researchers 
have attempted to establish the link between firm 
dividend policy and investment decisions. Smith 
and Watts [1992] investigated the relations among 
executive compensation, corporate financing, and 
dividend policies. They conclude that a firm's 
dividend policy is affected by its other corporate 
policy choices. In addition, Jensen, Solberg, and 
Zorn [1992] linked the interaction between 
financial policies (dividend payout and leverage) 
and insider ownership to informational 
asymmetries between insiders and external 
investors. They employed a simultaneous system of 
equations and found that corporate financial 
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decisions and insider ownership are interdependent. 
Despite this rich literature, most prior work 
implicitly recognizes differences in determinants of 
financial decisions between regulated and 
unregulated firms by excluding regulated firms 
from the analysis  
Rozeff [1982] was among the first to explicitly 
recognize the role of insiders as one of monitoring 
the managers. He finds that dividend policy for 
unregulated firms is negatively related to its level 
of insider holdings. One interpretation of his result 
is that firm’s with higher levels of insider holdings 
have less need to signal firm value through 
dividends than comparable firms with lower levels 
of insider holdings. Additionally, in the context of 
the investment arid financing decision, Myers and 
Majluf [1984] showed that the level of insider 
holdings is itself a signal of firm value.  
In a study of electric utilities, Hansen, Kumar, and 
Shome [I994] focused on the role that dividends 
play in the monitoring process to reduce equity 
agency costs, Hansen et al focused on electric 
utilities since they do not seem to fit current 
dividend theory explanations in the literature. They 
act differently, perhaps because they are subject to 
regulatory oversight and insulated from most 
market disciplines like takeovers. Their paper 
concludes that the use of higher payout raises the 
likelihood of monitoring by both management and 
the regulatory authority. If the regulator sets the 
rate of return to shareholders (dividend yield) 
below that required by market, then assuming 
efficient markets, the marginal investors will drop 
out. This lowering of the demand for the company's 
stock will adversely affect its price reflecting 
greater difficulty in raising equity funds. Moreover, 
the associated costs (e.g., transactions and 
opportunity costs) will go up. Therefore, even if 
one assumes that this does not affect the costs of 
other sources of financing, the increased cost of 
equity financing will result in a higher overall cost 
of capital for the firm. 
Moyer, Kao and Tripathy (1992) suggested that 
regulated firms use dividends as a means of 
subjecting the utility and the regulatory rate 
commission to market discipline, in keeping with 
the Smith [1986] hypothesis. Smith [1986] argues 
that by subjecting the regulatory commission to 
capital market discipline as the utility raises new 
capital, the utility can ensure more favourable rate 
adjustments. Moyer et al. also found that the 
dividend policies for these firms respond to 
changes in policies adopted by regulatory 
commissions. In a related article, Moyer, Chatfield, 
and Sisneros [1989] found that security analysts' 
monitoring activities of firms are lower either when 
the firm is a public utility or when the level of 
insider holdings is relatively high. This study also 
shows that the analysts' activities are higher for 
financial firms, ceteris paribus, than for non-
financial firms, indicating that the influences of 
fixed-rate deposit insurance overwhelm the 
influences of other regulatory restrictions. 
Kao and Moyer [1994] developed a theoretical 
model to study the role of regulatory climate in 
capital structure decisions of regulated electric 
utilities. Their model predicts that utilities will 
react to their regulatory climate by adjusting capital 
structure. They also provide cross sectional and 
time series empirical support for their model from 
their data. They do not, however, comment on the 
dividend policy issues of (regulated) public utilities 
that are an integral part of a firm's capital structure 
decisions. 
Akhigbe, Borde, and Madura [1999] measure the 
common share price response to dividend increases 
for both insurance firms and financial institutions 
relative to unregulated firms. They find that 
insurance firms’ stock prices react positively to 
increases in dividends over a four-day interval 
surrounding the announcement, but that these 
reactions differ depending on the insurer's primary 
line of business. They divide the sample into these 
three segments: life, property and casualty, and 
others. Their results show that the market reaction 
for each segment is greater than the market reaction 
for financial institutions. By contrast, the market 
reaction for life insurers is lower than that for 
industrial firms, while the reactions for property 
and casualty firms and other insurers are both 
higher. However, they note that the reaction is not 
related to firm-specific variables like profitability, 
leverage, or firm size. 
Finally, Collins, Saxena, and Wansley (1996) 
compared the dividend payout patterns of a sample 
of regulated firms (from banking, insurance, 
electric utility, and natural gas industries) with 
unregulated firms (from a variety of different 
industries). They did not find that the financial 
regulators' role is one of agency cost reduction for 
equity holders. Utilities, on the other hand, are 
different. They alter their dividend payout in 
response to changes in insider holdings. Moreover, 
for a given change in insider holdings, this policy 
change is more pronounced than the change for 
unregulated firms. 
In summary, the literature suggests that there are 
different factors that determine dividend policy for 
regulated firms than for unregulated firms. 
However, not much work seems to have been done 
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in comparing dividend policies of the two groups. 
In this research work some of the factors that could 
affect a firm's dividend policy and how they might 
differ between regulated and unregulated firms 
were also studied. 
3.0 RESEARCH METHODOLOGY 
This study plans to examine the factors influencing 
a choice of dividend policy by Nigerian banks 
using questionnaires administration first, and then 
using multivariate analysis. The survey instrument 
was based on questionnaires used in earlier studies 
by Baker, Farrely and Edelman (1985); Farrely, 
Baker and Edelman (1986) and Baker and Powel 
(2000). Despite the high level of similarities of the 
current survey with the earlier ones, in the current 
survey, several new questions were introduced, 
others deleted and there is a change in the order of 
questions as thus appeared. The essence of 
questionnaires is first to gather all the possible 
opinions of the respondents on the 17 identifiable 
factors influencing the choice of dividend which 
were later ranked according to their level of 
importance as expressed by the respondents. A 
distinctive line was then drawn at 60% level of 
importance of all the responses and six factors later 
emerged above the line and they were further 
subjected to a multivariate analysis with other 
factors below the line assumed to be constant in the 
model. 
The questionnaires consist of three sections. The 
first section asked the respondents to indicate the 
level of importance of 17 factors in determining 
their firm’s dividend policy. They were to indicate 
either none importance, low importance, moderate 
importance or high importance. For the purpose of 
this research only those factors that obtained more 
than 60% positive responses from the respondents 
formed the basis of our regression analysis. The 
second section asked questions about the 
administration of dividend policies and the other 
questions providing background information about 
the respondents. 
Therefore, the researcher used the research design 
in order to obtain data that will enable him to 
answer research questions. Hence, research design 
means the structuring investigation at identifying 
variables and their relationships to one another. 
The researcher focussed his interest at observing 
what is happening in the Nigerian banking sector, 
especially in terms of the factors influencing a 
choice of dividend policy. 
The sources of data for this study are documentary 
and primary in nature. The documentary data was 
generated from the annual reports and accounts of 
the eleven sampled banks for the study, some 
publications of the NDIC and the CBN, and the 
Facts Book of the NSE. 
The primary data for the study was generated 
through the administration of questionnaire on two 
hundred and fifty-two respondents (252), twenty-
eight from each of the nine (9) sampled banks, 
comprising of eight management staff and twenty 
board members. The management staff on whom 
the questionnaire was administered include, Branch 
Managers, Branch Operations Managers, Regional 
Managers, Area Managers, Internal Control & 
Compliance Officers. Others were senior staff in 
Head Offices, Regional, Zonal and Area offices of 
the sampled banks. The questionnaire was 
administered using research assistants and 
networks, most of whom are staff of the sampled 
banks. It was also administered in both hard and 
soft copies. 
Table 3.1 shows the analysis of the questionnaire administered and the classification of the respondents.   
S/No Name of Bank Management Staff Board Members Total 
1 Access Bank Nigeria PLC 8 20 28 
2 Stanbic IBTC 8 20 28 
3 First Bank of Nigeria PLC 8 20 28 
4 Guaranty Trust Bank PLC 8 20 28 
5 Ecobank Intl Plc 8 20 28 
6 Union Bank of Nigeria PLC 8 20 28 
7 United Bank for Africa PLC 8 20 28 
8 Wema Bank PLC 8 20 28 
9 Zenith Bank PLC 8 20 28 
  Total 72 180 252 
Source: Field Survey, 2017. 
From foregoing, there were two hundred and fifty-
two questionnaires administered in all. 29% were 
administered on the management staff where as 
71% goes to the board members. This is assumed 
by the researcher to give a favourable feedback as 
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dividend decisions is basically done at the board 
level. 
TECHNIQUES OF DATA ANALYSIS 
 Simple Percentage: simple percentage 
was used to analyse the responses 
obtained from all the respondents 
according to the level of importance of the 
factors, as perceived them. Thus, this 
technique was employed to rank all the 
identifiable factors from the most 
influential to the least influential factor. 
 Regression Analysis: This study involves 
multivariate analysis and as such the 
researcher intends to use a multiple 
regression analysis. The use of regression 
analysis here is necessitated due to the fact 
that some factors emerged above the 
distinctive line of 60%. Thus, the need to 
verify their veracity in the model that was 
constructed using data from annual reports 
of the sample of the study. The regression 
equation was derived in the quantitative 
model of dividend policy which is stated 
as follows: 
Dp = A + b1u + b2v + b3w + . . . 
bnz 
Where:  
Dp = The dependent variable 
(dividend policy defined as the 
pay-out ratio of the sample) 
A = constant 
b1, b2, b3, . . . bn = 
slopes/gradients/coefficient of the 
independent variables 
u, v, w, . . . z = the independent 
variables 
The following statistical tools were used 
in the regression model to analyse the 
effect of each individual factor on the 
dividend policy and also to test the utility 
of the model and also the hypothesis. 
 Student t-test: This is used to 
test the significance of each of 
the independent variables on the 
dependent variable in a model. 
The p-value of student’s t-test is 
compared with the alpha value 
(i.e the level of significance) 
which for the purpose of this 
research is assumed to be 0.05. 
where the p-value is greater 
than the alpha value then it is 
concluded that the factor is of 
no relevance in the model and 
vice versa. 
 R-Squared (R2): This is referred 
to as a co-efficient of 
determination which explained 
the variation in the dependent 
variable as can be assigned to 
the dependent variables in the 
regression model. This is 
expressed in percentage terms 
and the closer the result is to 
100 the better. 
 F Distribution: This is used in 
order to test the validity of the 
whole regression model by 
testing the significance of the 
relationship between the 
dependent variables in a model. 
F-Statistics is used to test the 
null hypotheses one. The 
condition for rejecting the null 
hypotheses is that if the p-value 
of F is less than the alpha value, 
we reject the null hypotheses. 
 
 Chi-Square (X2) Technique: The study 
adopted a chi-square technique in 
identifying the significant differences 
between the responses of the two 
generations of banking in Nigeria. The 
chi-square test can be expressed as 
follows: 
 2 o eF  - FX  = 
n
 
 
 
     
 Where: 
   ∑ = summation 
Fo = observed frequency 
(respondents’ 
responses) 
Fe = expected frequency 
(the mean score) 
n = number of observation 
The decision rule criterion of 5% 
significant level (alpha) is to reject the 
null hypothesis if the p-value of the chi-
square computed is less than the alpha 
value. 
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 Pearson Correlation:  This study 
involves the use of Person correlation 
which identified the relationship between 
the taxes and dividend policy of banks in 
Nigeria. We reject he null hypotheses if 
the p-value of the computed correlation 
coefficient is less than the alpha which is 
0.05. 
4.0 DATA PRESENTATION, ANALYSIS  
This section presents, analyzes and interprets data 
collected at source and from the archives of the 
Nigerian Stock Exchange on the selected banks.  
Table 4.1 below shows the breakdown of the questionnaire returned by the respondents.  
Table 4.1 ANALYSIS OF THE QUESTIONNAIRE RETURNED 
S/No Name of Bank Management Staff Board Members Total 
1 Access Bank Nigeria PLC 6 18 24 
2 Stanbic IBTC 7 17 24 
3 First Bank of Nigeria PLC 7 16 23 
4 Guaranty Trust Bank PLC 8 16 24 
5 Oceanic Bank International PLC 8 17 25 
6 Union Bank of Nigeria PLC 7 18 25 
7 United Bank for Africa PLC 7 16 23 
8 Wema Bank PLC 6 17 23 
9 Zenith Bank PLC 6 18 24 
 Total 62 153 215 
Source: Field survey 2017 
Table 4.1 above shows that out of the seventy-two (72) questionnaires administered on management staff, sixty-
two (62), representing 86%, were completed and returned. Similarly, out of the one hundred and eighty-two 
(182) questionnaires administered on the board members, one hundred and fifty-three (153), representing 84%, 
were completed and returned. The analysis that follows is made on the number of the questionnaire completed 
and returned by the respondents. It is important to note that out of the two hundred and fifty-two (252) 
questionnaires administered, two hundred and fifteen (215) were completed and returned by the respondents, 
representing 85% of the total number of questionnaire administered.  
Streamlining the Study Variables 
From the previous research works, the researcher has identified seventeen (17) factors that may affect dividend 
policy of a firm. The factors are as outlined below; 
Table 4.2 Study Variables 
S/No Factors Affecting Dividend Policy 
1 Stability of earning 
2 Level of expected future earnings 
3 Pattern of the past dividend 
4 Level of current earning 
5 Concern about stock price 
6 Concern about maintaining a targeted capital structure 
7 Desire to conform to the industry dividend payout ratio 
8 Availability of alternative sources of capital 
9 Legal rules & constrains 
10 Liquidity constraints 
11 Desire to send favourable signal to investors 
12 Investment consideration 
13 Current degree of degree of financial leverage 
14 Expected rate of return on the firms assets 
15 Desire to maintain a given dividend payout ration 
16 Concern that dividend change may provide a false signal to investor 
17 Shareholders need for dividend income 
SOURCE: Generated by the Author from Previous Literature 
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Usually, in a normal research setting there are 
variables at play in shaping the focus of the 
research work; the dependent and independent 
variables. There are usually more than one 
dependent variables and a single independent 
variable in a model. The independent variable here 
is dividend policy which for the purpose of this 
research, is assumed to be the dividend to profit 
payout ratio of a bank. Other dependent variables 
are the 17 factors identified as in the previous 
research. However, only six factors later emerged 
having satisfactorily attained the 60% level of 
importance as perceived by the respondents and as 
such formed the basis of hypotheses formulation in 
the study. These factors are as follows;  
1. Liquidity Constraints (lt): the proxy 
Cash and Short-Term Funds in the 
sampled banks’ balance sheet were used 
as the representation of this variable in the 
model. 
2. Concern about Stock Price (sp): The 
share price as at 31st December of each 
year is assumed to represent this variable. 
3. Stability of Earnings (se): Here, the ratio 
of gross earnings to expenses is assumed a 
proxy. 
4. Expected Rate of Return on Banks 
Asset (ra): Profit to total asset ratio was 
used by the researcher to represent this as 
a proxy in the model. 
5. Level of Current Earnings (ce): gross 
earning was used as the proxy here. 
6. Pattern of Past Dividend (pd): dividend 
declared per share in the period under 
review was assumed to be the 
representation of this in the model. 
 
Matlack (1980) provided that linear relationship 
exists when change in one variable brings a change 
by a constant amount by another. This is the reason 
why multiple linear regression is chosen for the 
research in order to capture and address inter-
relationships of the data to be collected. It is also 
selected for analysis to establish the correlation that 
exists between these variables.    
The table 4.3 below shows the level of importance 
of the seventeen factors as identified by the 
respondents from the questionnaire administered; 
Table 4.3 Factors Influencing the Choice of Dividend Policy by Nigerian Banks 
  Level of Importance 
     
None 
 
Low 
Sub-
Total 
 
% 
 
Mod 
 
High 
Sub- 
Total 
 
% 
Grand  
Total 
1 Stability of earning 21 40 61 28 88 66 154 72 215 
2 Level of expected future 
earnings 
61 114 175 81 29 11 40 19 215 
3 P ttern of the past dividend 29 53 82 38 74 59 133 62 215 
4 Level of current earning 27 49 76 35 90 49 139 65 215 
5 Concern about stock price 20 37 57 27 82 76 158 73 215 
6 Concern about maintaining a 
targeted capital structure 
49 92 141 66 40 34 74 34 215 
7 Desir  to conform to th  
industry dividend payout 
ratio 
46 86 132 61 23 60 83 39 215 
8 Availability of alternative 
sources of capital 
51 94 145 67 25 45 70 33 215 
9 Legal rules & constrains 44 82 126 59 55 34 89 41 215 
10 Liquidity constraints 7 13 20 9 102 93 195 91 215 
11 Desire to send favourable 
signal to investors 
47 87 134 62 45 36 81 38 215 
12 Investment consideration 63 116 179 83 11 25 36 17 215 
13 Current degree of degree of 
financial leverage 
42 78 120 56 61 34 95 44 215 
14 Expe ted rat  of return on 
the firms assets 
23 44 67 31 92 56 148 69 215 
15 D sire to maintain a given 
dividend payout ration 
44 83 127 59 43 45 88 41 215 
16 Conc rn that dividend 
change may provide a false 
signal to investor 
 
46 
 
86 
 
132 
 
61 
 
59 
 
24 
 
83 
 
39 
 
215 
17 Shareholders need for 
dividend income 
67 124 190 88 10 15 25 12 215 
SOURCE: FIELD SURVEY, 2017 
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The table above shows the responses obtained about the seventeen factors as identified. These responses are 
perceived to be true by the respondents. If we now draw the distinctive line at 60 we are going to have the 
following factors to be examined as the major influencers of dividend decisions by Nigerian banks; 
TABLE 4.4 Factors Determining Dividend policy at 60% Distinctive Line 
S/N Factors % 
1 Liquidity constraints (lt) 91 
2 Concern about stock price (sp) 73 
3 Stability of earning (se) 72 
4 Expected rate of return on firms assets (ra) 69 
5 Level of current earning (ce) 65 
6 Pattern of the past dividend (pd) 62 
 
 
SOURCE: Generated by the Author from Table 4.4 
 
Table 4.4 & Figure 2 above show all the relevant factors that qualify for our analysis in determining the major 
factors that are influencing the choice of dividend policy by Nigerian banks. 
PRESENTATION OF RESULT  
This sub-section presents the results of the analysis of the data collected for the study. 
Factors Influencing the Choice of Dividend Policy in Nigerian Banking Industry 
The main aim of this work is to examine the factors that are influencing the dividend decisions of banks in 
Nigeria. Questionnaires were administered, and some key factors were identified and are further subjected to 
regression test to ensure the validity of each or all in the model. The variables were denoted by letters as in 
Figure 2 Factors Influencing Choice of Dividend 
Policy of Banks in Nigeria
0 20 40 60 80 100
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ISSN: 2321-8819 (Online) 2348-7186 (Print) Impact Factor: 1.498 Vol. 6, Issue 4, April, 2018  
21 
Asian Journal of Multidisciplinary Studies, 6(4) April, 2018 
 
  
  
 
 
 
above. Liquidity constraint was represented through its proxy lt. sp stands for concern about stock price, while 
se stands for stability of earnings. ra on the other hand represents expected rate of return on the asset. ce & pd 
represent current earning and pattern of past dividend respectively. 
Table 4.5  Regression Result 
Predictor Coefficient SE Coef T P - Value Ranking 
Constant 0.09442 0.05369 1.76 0.085  - 
Lt 0.00000004 0.00000026 0.16 0.870  6th 
Sp -0.00668 0.003597 -1.86 0.069  3rd 
Se 2.619 1.313 1.99 0.052  2nd 
Ra 0.01964 0.02877 0.68 0.498  5th 
Ce 0.000000149 0.00000118 1.27 0.210  4th 
Pd 0.0029804 0.0005402 5.52 0.000 1st 
            
S = 0.149895 R-Sq = 53.4% R-Sq (adj) = 47.5%  F (6, 48) = 9.15 
            
No of Obs = 55 Prof > F = 0.0000       
Source: Computed by the researcher using Minitab Statistical package at 5% Significance level 
Table 4.5 shows the regression results of the data 
collected from annual accounts of sampled 
Nigerian banks. The regression equation as 
computed by the statistical package reveals the 
following; dp = 0.094 + 0.00000004lt – 0.00668sp 
+ 2.619se + 0.01964ra + 0.000000149ce + 
0.0029804pd. This implies that ra, lt, ce & se have 
a positive relationship with dp, while sp has a 
negative relationship in the model.  
1. Student t-test Result: from the result 
obtained above, it is evident that pd 
(Pattern of Past Dividend) is the most 
significant influencer in the model as the 
P-Value obtained in the above table is 
zero. P-Values range from 0 – 1 and the 
smaller the p-value, the higher the 
probability that the variable is significant 
enough in the equation. Ironically, lt that 
was rated high by the respondents was 
found to be insignificant as the p-value is 
greater than the alpha value (0.05) as such 
does not explain the behaviour of the 
dependent variable in the model. 
Moreover, pd that was rated least by the 
respondents was also found to be the most 
important factor that explain the behaviour 
of the dependent variable in this model. 
However, there is no major difference in 
the order of the results as obtained above 
when compared with the respondents’ 
responses. sp was rated 2nd by the 
respondents but 3rd in the regression 
result. Also, se that was rated 3rd by 
respondents was rated 2nd in the regression 
result. The result obtained on ra & ce is 
just similar to the one obtained in sp & se, 
where the 4th position replaced the 5th and 
the latter swapped the 4th place in ranking. 
It is important to state the fact that all 
other factors apart from the ones examined 
above could have a positive/negative 
effect on the dividend policy even though 
the researcher has limited his scope on 
these factors alone. The p-value of the co-
efficient was found to be less than the 
alpha as such we cannot ignore the fact 
that there could be other determinants of 
great magnitude in influencing dividend 
decisions. 
2. R-Squared (R2): the computed value of 
R-square as in the above table is 53.4% 
which shows a somehow strong 
explanation of the behaviour of the 
dependent variable (i.e dp) to other 
independent variables (i.e. lt,sp,se,ra,ce & 
pd). Should any or some of the variables 
in this model change there will be a 
corresponding response on the dp as a 
whole. However, the researcher is unable 
to explain why the computed value of R-
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Sq is that low. It should also be noted that 
the values of R-Sq (53.4%) and R-Sq Adj 
(47.5%) are close which indicate that the 
level of noise in the model is minimal. 
3. F Distribution: the result obtained above 
implies that the change in independent 
variable(s) is capable of explaining the 
behaviour of the dependent variable (i.e 
dp). With F value of 9.15 and probability 
of 0.000 we can conclude that the null 
hypotheses be rejected and we are 95% 
confident that at least one of the 
independent variables significantly affects 
Dividend policy. 
Old Generation Vs New Generation of Banking 
in Nigeria 
This section intends to present the data in relation 
to opinion in respect to dividend policy as 
perceived by the older and newer banks in Nigeria. 
It is quite in line to determine the differing views as 
may exist in the industry between the old and the 
new hands. The table below shows the breakdown 
of questionnaires of the two groups;
 
Table 4.8 Responses from Old generation Banks 
 
S/n 
 
 
Old Generation 
Level of Importance 
None Low Sub Total Mod High Sub-Total Grand  
Total 
1 Stability of earning 8 14 22 23 22 45 67 
2 Level of expected future earnings 23 42 65 0 0 2 67 
3 Pattern of the past dividend 17 31 48 4 15 19 67 
4 Level of current earning 5 9 14 22 31 53 67 
5 Concern about stock price 7 12 19 25 23 48 67 
6 Concern about maintaining a 
targeted capital structure 
16 30 46 10 11 21 67 
7 Desire to conform to the industry 
dividend payout ratio 
10 18 28 19 20 39 67 
8 Availability of alternative sources of 
capital 
19 36 55 3 9 12 67 
9 Legal rules & constrains 19 35 54 0 13 13 67 
10 Liquidity constraints 0 1 1 31 35 66 67 
11 Desire to send favourable signal to 
investors 
21 38 59 12 2 8 67 
12 Investment consideration 20 36 56 2 9 11 67 
13 Current degree of degree of 
financial leverage 
21 38 59 4 4 8 67 
14 Expected rate of return on the firms 
assets 
16 30 46 9 12 21 67 
15 Desire to maintain a given dividend 
payout ration 
20 36 56 6 5 11 67 
16 Concern that dividend change may 
provide a false signal to investor 
17 32 49 12 6 18 67 
17 Shareholders need for dividend 
income 
22 41 63 1 3 4 67 
 
Table 4.9 Responses from New Generation Banks 
 
S/n 
 
New Generation 
Level of Importance 
None Low Sub  
Total 
Mod High Sub-
Total 
Grand 
Total 
1 Stability of earning 13 25 38 34 20 54 92 
2 Level of expected future 
earnings 
27 25 52 11 4 15 67 
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S/n 
 
New Generation 
Level of Importance 
None Low Sub  
Total 
Mod High Sub-
Total 
Grand 
Total 
3 Pattern of the past dividend 11 20 31 28 34 62 93 
4 Level of current earning 16 31 47 30 15 45 92 
5 Concern about stock price 8 14 22 45 25 70 92 
6 Concern about maintaining a 
targeted capital structure 
18 33 51 21 21 42 93 
7 Desire to conform to the 
industry dividend payout ratio 
13 25 38 34 20 54 92 
8 Availability of alternative 
sources of capital 
24 45 69 10 13 23 92 
9 Legal rules & constrains 25 46 71 5 16 21 92 
10 Liquidity constraints 6 11 17 36 39 75 92 
11 Desire to send favourable 
signal to investors 
13 24 37 22 33 55 92 
12 Investment consideration 24 44 68 9 15 24 92 
13 Current degree of degree of 
financial leverage 
20 38 58 19 15 34 92 
14 Expected rate of return on the 
firms assets 
19 34 53 10 29 39 92 
15 Desire to maintain a given 
dividend payout ration 
12 21 33 23 36 59 92 
16 Concern that dividend change 
may provide a false signal to 
investor 
20 37 57 23 12 35 92 
17 Shareholders need for 
dividend income 
28 53 81 4 7 11 92 
 
Table 4.8 and 4.9 above shows differing respondents views of the two set of generation of banks in the Nigeria. 
It is clear that views differ from the above tables as such the researcher intends to use an analytical tool (i.e. Chi-
Square test) to establish any significant difference in the opinion of these groups. 
Table 4.10 Result from Chi-Square Test 
S/n Factors Chi-Square Result P-Value 
1 Stability of earning 1.183 0.277 
2 Level of expected future earnings 7.203 0.007 
3 Pattern of the past dividend 23.634 0.000 
4 Level of current earning 14.944 0.000 
5 Concern about stock price 0.400 0.527 
6 Concern about maintaining a targeted capital structure 3.318 0.069 
7 Desire to conform to the industry dividend payout ratio 0.004 0.951 
8 Availability of alternative sources of capital 1.135 0.287 
9 Legal rules & constrains 0.270 0.603 
10 Liquidity constraints 11.141 0.001 
11 Desire to send favourable signal to investors 37.091 0.000 
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S/n Factors Chi-Square Result P-Value 
12 Investment consideration 2.111 0.146 
13 Current degree of degree of financial leverage 12.482 0.000 
14 Expected rate of return on the firms assets 2.014 0.156 
15 Desire to maintain a given dividend payout ration 35.813 0.000 
16 Concern that dividend change may provide a false signal to 
investor 
2.180 0.140 
17 Shareholders need for dividend income 1.626 0.202 
Source: Computed by the researcher using Minitab Statistical package at 5% Significance level 
The above table shows the chi-square result and its corresponding p- value. For the purpose of clarity we may 
need to rank the p – values of chi-square result from the above table below. 
Table 4.11 Ranking of Chi-Square Test Result  
Factors P - Value 
Current degree of degree of financial leverage 0.000 
Desire to maintain a given dividend payout ration 0.000 
Desire to send favourable signal to investors 0.000 
Level of current earning 0.000 
Pattern of the past dividend 0.000 
Liquidity constraints 0.001 
Level of expected future earnings 0.007 
Concern about maintaining a targeted capital structure 0.069 
Concern that dividend change may provide a false signal to investor 0.140 
Investment consideration 0.146 
Expected rate of return on the firms assets 0.156 
Shareholders need for dividend income 0.202 
Stability of earning 0.277 
Availability of alternative sources of capital 0.287 
Concern about stock price 0.527 
Legal rules & constrains 0.603 
Desire to conform to the industry dividend payout ratio 0.951 
Source: Generated by the Author from table 4.10 
The table 4.11 above shows the p-values of the 
computed chi-square test on the 17 factors 
influencing dividend decisions. The result shows 
that both generations of banks share the same view 
on fourteen of the seventeen factors influencing 
dividend policy. However, the opinion differs on 
the remaining three factors. The remaining three 
factors are; Concern about stock price, Legal rules 
& constrains, Desire to conform to the industry 
dividend payout ratio. It is important to note here 
that concern about stock price is 2nd rated by all the 
respondents as the major influencer of dividend 
decision. The criteria used here is if p – value is 
greater than the alpha (i.e significance level 5%) 
value used in computing the chi-square then the 
factor is excluded. 
Overall Chi-Square Result 
Chi-square test was conducted on the whole 
observation of the respondents and below is the 
result as obtained by the researcher. 
 Chi-Sq = 156.549, DF = 33, P-Value = 
0.000 
From above values as obtained by the researcher 
using Minitab at 5% level of significance, the 
researcher can conclude that there is significant 
difference on the opinion of the respondents from 
the two generation of banking in Nigeria as the p-
value obtained is zero which is less than our alfa 
(0.05). 
Relationship between Taxes & Dividend 
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This sub-section explores the relationship between 
taxes and dividend decisions of banks in line with 
research questions and hypotheses. The person 
correlation coefficient is used in determining the 
extent of the relationship of the two variables in the 
study. 
The financial statement of selected banks were 
used of the last five years. In their respective 
balance sheets these variables were extracted for 
this purpose. Below is the result obtained using 
Minitab statistical package at 5% level of 
confidence. 
Correlations: tax, div  
 Pearson correlation of tax and div 
= 0.723, P-Value = 0.000 
The correlation shows a positive behaviour 
between taxes and dividend. And the p-value 
obtained above is 0 which is less than the alpha 
value (i.e 0.05) as such formed the basis of 
rejecting our null hypotheses. 
Test of Hypotheses 
This sub-section intends to test the hypotheses 
already developed in chapter one in order to guide 
the studies.  Hence, the research hypotheses in their 
null form are restated below; 
 Hypotheses One (H0.1): Liquidity, 
concern about stock prices, 
earnings, expected rate of return 
on asset & pattern of past 
dividend are not the major factors 
influencing the choice of 
dividend policy by Nigerian 
banks. 
 Hypotheses Two (H0.2): Factors 
influencing the choice of 
dividend policy do not differ 
based on the generation of banks 
in Nigeria.  
 Hypotheses Three (H0.3): There is 
no significant effect of taxes on 
banks’ dividend policy in 
Nigeria. 
Factors Influencing the Choice of Dividend 
Opinions were gathered from various respondents 
on the dividend policy in Nigerian banking 
industry. Eventually, six factors emerged as the 
most important factors in the determination of 
dividend among the seventeen others which formed 
the basis of generating the first hypotheses. Table 
4.5 shows the regression result where the F value is 
obtained is 9.15. Now, to verify whether the factors 
are the major influencers of dividend decision we 
test the null hypotheses; Liquidity, concern about 
stock prices, earnings, expected rate of return on 
asset & pattern of past dividend are not the major 
factors influencing the choice of dividend policy by 
Nigerian banks. In order to test the null hypotheses 
we use the p-value of the F value obtained. If the p-
value is greater than alpha we failed to accept the 
null hypotheses. Now, since the p-value (0.000) < 
alpha value(0.05) we therefore failed to accept the 
null hypotheses. Individually, five of the six factors 
have p-value less than the alpha value, while 
liquidity constrains which was rated high by the 
respondents had a p-value of 0.870 which is greater 
than the alpha value of 0.05, as such explain 
nothing about the behaviour of the dependent 
variable in the model. 
Old Vs New Generation of Banks in Nigeria 
In order to ascertain whether there is differing 
opinions between the generations of bankers in 
Nigeria, the researcher came up with this 
hypothesis. Chi-square is used to test the null 
hypotheses that; Factors influencing the choice of 
dividend policy do not differ based on the 
generation of banks in Nigeria. The computed chi-
square result of all the seventeen factors is 156.549 
with p-value of 0.000. Therefore, since the p-value 
is less than the alpha value of 0.05 the null 
hypotheses is rejected. 
Relationship Between Dividend & Taxes 
In order to determine the relationship between 
these two variables, the researcher employs the use 
of Person Correlation and the result was obtained 
to test the null hypotheses; There is no significant 
effect of taxes on banks’ dividend policy in Nigeria. 
The computed value of the Person’s Correlation 
obtained above is 0.723 which indicates a strong 
correlation between the variables. Moreover, the p-
value at 5% level of significance indicates that we 
should fail to accept the null hypotheses since the 
p-value is 0. 
5.0 DISCUSSION OF RESULT 
This sub-section presents the discussion of the 
result obtained with reference to earlier studies. 
Factors Influencing Dividend Policy 
The most important factor in making dividend 
decision is pattern of past dividend. Despite the 
findings of Dobson et all (1996) that financial 
markets do not price dividend consistency, this 
result appears to believe otherwise. This finding 
helps to explain why banks in Nigeria have 
historically been reluctant to change dividends 
from period to period. This reluctance to change 
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dividends, which results in “sticky dividends,” is 
rooted in the bank’s concern about its ability to 
maintain higher dividends in future periods and in 
the negative market view of dividend decreases. 
The importance of this factor for dividend decision 
makers in Nigerian Banking Industry is consistent 
with the findings of earlier studies of Baker, 
Farrelly, and Edleman (1985), Farrelly, Baker, and 
Edleman (1986), and Baker and Powell (2000). The 
results also are consistent with Pruitt and Gitman 
(1991). 
The second highest rated factor is stability of 
earnings (se). The high ranking of this factor 
suggests that managers recognize the importance of 
keeping the size of the cash dividend from 
decreasing in the future. The greater the volatility 
of earnings, the greater the likelihood that a bank 
will experience a decline in earnings, which could 
result in a forced decrease in the cash dividend 
paid. Therefore, banks with more volatile earnings 
are likely to pay lower dividends, other things 
being equal. A clear relationship exists between 
this factor and the first factor. The importance of 
this factor is consistent with the high ranking of 
“stability of cash flows” in the Baker and Powell 
(2000) study. 
Concern about stock price was ranked 3rd in the 
result which suggest that managers make dividend 
decisions with a view of maintaining or increasing 
the firm’s stock price. While the literature continue 
to debate the importance of dividend policy on 
stock price, the result shows that concern about 
stock price is of paramount important in 
formulating dividend policy as in the study of 
Baker & Powell (2000); Baker, Farrelly and 
Edelman (1986). The finance literature suggests 
that unexpected changes in dividends can produce a 
signal or announcement effect on the firm’s stock 
price. Many studies have looked for evidence of an 
announcement effect related to dividends. Most of 
these studies conclude that the stock market views 
unexpected dividend changes as signals about a 
firm’s future prospects (e.g., Woolridge, 1983; 
Asquith and Mullins, 1983; Benesh, Keown, and 
Pinkerton, 1984; Ghosh and Woolridge, 1988; 
Healy and Palepu, 1988; Bajaj and Vijh, 1990; 
Michaely, Thaler, and Womack, 1995; Impson, 
1997). 
The fourth & fifth most highly rated factors are the 
level of current earnings (ce) and the level of 
expected rate of return of bank’s asset (ra), 
respectively. Linter (1956) identified these two 
factors, along with the pattern of past dividends, as 
the most important factors to consider in making 
dividend decisions. Firms with high (low) earnings 
tend to pay high (low) dividends. Low dividends 
may also result when a firm needs to reinvest a 
large proportion of its profits back into the firm to 
support rapid growth. In addition, when a bank 
expects its future earnings to be high, the bank is 
more likely to increase its cash dividend because of 
the low probability of having to cut the dividend in 
the future. The high rankings of these two factors 
are consistent with the findings of earlier studies 
conducted by Baker, Farrelly, and Edleman (1985), 
Farrelly, Baker, and Edleman (1986), and Baker 
and Powell (2000).4 The findings also are 
consistent with Pruitt and Gitman (1991). 
The least factor in the model is liquidity constraint 
which was ranked by the respondents to be the 
most important factor but later found to be 
unimportant in the model. This is not unconnected 
with the fact that Nigerian banks remain highly 
liquid, due in part to regulatory requirements The 
International Monetary Fund (IMF) estimates the 
sector liquidity ratio (the ratio of liquid assets to 
total assets) at 62.2% at June 2007. And 
notwithstanding the Central Bank’s regulations that 
require high levels of liquidity, Nigerian Banks 
continue to deploy a considerable proportion of 
assets in treasury bills thereby improving their 
liquidity position. 
Response Differences: Old versus New 
Generation of Banks in Nigeria 
Chi-square test was conducted to establish any 
significant differences between the responses of the 
two generations of banks in Nigeria. And the result 
obtained shows that there is a significant variation 
in the responses of the two. However, the 
researcher could not lay his hand on any prior 
research in this area as such consider the research 
work as the pioneer research. 
Relationship between Taxes & Dividend 
The result obtained in this study in respect of the 
existing relationship between dividend and taxes 
further confirms some of the earlier studies in this 
area. One outstanding contribution at correlating 
dividends and taxes was made by Rozeff (1982) in 
his dividend payout model. He attempted to 
correlate the dividends payout with the effect of 
changes in tax policies using value lines. This 
model was later replicated in a study by Casey and 
Dicken (2000) in which banks were used in the 
research. The result indicated a series of sequence 
of effect following changes in capital gain tax, 
which consequently increased the likelihood of no 
change in dividend payout. 
The findings of this study also conform to Talmor 
and Titman (1990) on the variation of tax rates on 
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dividend and capital gains. Their analyses reveal 
that if tax rate is expected to increase, the 
shareholders will prefer dividends to share 
repurchase. The investors will opt to accept the 
dividend and pay the tax at a later date. However, if 
the tax rates are constant, the amount of taxes due 
on dividend by the investors will be same, 
irrespective of whether it is a share or cash 
dividend. Timing of the tax payment is the crucial 
variable in explaining the difference in the tax 
impact on dividend. 
6.0 CONCLUSION 
The study aimed at examining the factors that are 
influencing dividend policy in the Nigerian 
banking industry. Primary data were collected and 
were ranked according to their level of importance 
as perceived by the respondents. Six factors later 
emerged which formed the basis of formulation of 
hypotheses one. Regression analysis was employed 
to test the validity of the factors in the model and to 
individually test each of the six factors in the 
model. Patten of past dividend was found to be the 
most important factor in the model. Liquidity 
constraint that was ranked first by the respondents 
was ranked last in the regression model. 
F-distribution and its equivalent p-value was used 
to test the first null hypotheses which states that; 
Liquidity, concern about stock prices, earnings, 
expected rate of return on asset & pattern of past 
dividend are not the major factors influencing the 
choice of dividend policy by Nigerian banks. The 
result of the test obtained formed the basis of 
rejecting the null hypotheses of Hypotheses One. 
Chi-square test was employed to test the significant 
difference between the responses of the 
respondents in the Banking Industry. The result 
obtained indicates that there is significant 
difference between the responses of the older and 
newer generation of banks in Nigeria. 
Hypotheses three was tested using Person 
Correlation. The null hypotheses state that; there is 
no significant effect of taxes on banks’ dividend 
policy in Nigeria. The coefficient of correlation 
was obtained to be 0.723 which shows a significant 
relationship between dividend and taxes. 
Finally, the results of findings were discussed with 
particular references to earlier findings with a view 
of validating or refuting the findings. 
The major purpose in conducting this study was to 
examine the most important factors used by 
Nigerian banks in making dividend policy 
decisions. Based on responses from 215 
respondents, the most important determinants of 
dividend decisions appear to be the pattern of past 
dividends, concern about stock price, stability of 
earnings, and the level of current and expected rate 
of return on bank’s asset. In general, the same 
factors that are most important to Nigerian banks 
are also important to other research conducted and 
reported in previous surveys in this area. The result 
suggest that many managers are still making 
dividend decisions consistent with Lintner’s (1956) 
survey results and model. 
This conclusion does not imply that the same 
factors that influence dividend decisions are 
equally important to all banks. In fact, it was 
identified statistically significant differences in the 
importance that managers of older and newer 
generation of banks in Nigeria attach to fourteen of 
seventeen factors. Concern about stock price, legal 
rules & constrains and desire to conform to 
industry dividend payout ratio were found to be the 
only three factors that the managers share differing 
views. Concern about stock price was found to be 
an important factor to the new generation banks 
because this class of banks place high priority on 
how well they are doing on the flour of the 
Nigerian Stock Exchange. On the other hand the 
former class pay little attention as their stock price 
had already stabilizes for the decades it spent on 
the flour. However, both classes have interest in 
having a properly managed dividend policy which 
apparently stems from the concern about affecting 
the stock price. Because the dividend decision can 
affect firm value and, in turn, the wealth of 
shareholders, dividend policy is worthy of serious 
management attention. 
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